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Financial Crises and Periods of Industrial and Commercial 

Degression. By Theodore E. Burton. New York, D. Appleton 

& Co., 1902. — 392 pp. 

This is a general work upon economic crises. It includes two 
chapters of definitions, four on the causes of crises and the phe- 
nomena indicating their approach, one on preventives and remedies, 
one on the history of crises in the United States. To this there is 
added an appendix of selected opinions on the causes of crises and 
another containing statistical material. There is a large bibliography, 
a good index and a number of very helpful diagrams. The work is 
clearly written and the various parts of it are well balanced with 
reference to one another. 

The first chapter gives the usual distinctions recognized by econo- 
mists in the use of the words " panic," " crisis " and " depression." 
It might be suggested, as a matter concerning treatment merely, that 
in this chapter some confusion is produced by the introduction of 
numerous quotations, without a subsequent concise statement of 
conclusions. 

In the second chapter general facts concerning crises and depres- 
sions are presented. The very reasonable conclusion is reached, 
regarding the recurrence of crises, that we have to do simply with 
tendencies, and that such a thing as a rigid periodicity does not 
exist. In this connection the succession of mental states through 
which a trading community passes between one crisis and the next, 
might have been discussed more at length. The stages of the crisis 
cycle are three, — a period of depression, one of development, and one 
of rapid expansion resulting in the crisis. The average duration of 
each of these periods is placed at from two to five years. Most 
crises fall in the autumn, and they visit with greatest severity the 
countries in which there is the most progress and expansion. France 
has been relatively free from severe disturbances. England has been 
a prominent sufferer. In comparing the business practice of England 
and the United States, to the advantage of the latter, the author 
illustrates the extreme practices which have led to crises in England 
by reference to the South Sea Bubble. It hardly seems apropos, at 
this time, to base comparisons upon data as remote as the Tulip 
Mania or the Dancing Mania or the South Sea Bubble. If the 
boldness with which great organizations have been created in the 
United States in recent years be taken into account, it seems difficult 
to convict English industry of greater venturesomeness than is dis- 
played on this side of the water. 
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The close of this chapter is devoted to the question, Do crises 
benefit the majority ? The matter is introduced by calling attention 
to the belief in some quarters "that a community is never more 
prosperous than when a number of persons are complaining of hard 
times." It seems hardly credible that this absurdity is so -widely 
entertained that it could not be left to refute itself. However, in 
connection with the subject, there are suggested some themes for 
economic research. It would be interesting to have a careful study 
with new data on the numerical proportion and relative spending 
power of those classes in the community having fixed incomes. So 
also a study would be welcome on the exact manner of propagation 
from one trade or industry to another of the effects of good or bad 
times, bringing out the order in which various commodities and ser- 
vices change to a new price level. 

The causes of crises are reviewed in Chapter IV. The first part 
takes up the various forms of the derangement of capital, including 
direct loss or waste and indirect loss through a disturbance of the 
proper equilibrium in the capital equipment, whether caused by 
inadequate managerial ability or by the unavoidable wastes incident 
to progress. Eight theories of the origin of crises are discussed, of 
which four are varying statements of the problem of adjustment 
to new price levels. One is inclined to ask why J. S. Mill's theory 
of crisis which connects it with the increase of capital was not 
considered, or A. Wagner's theory of the influence of credit. The 
socialistic theory, based upon the relation of wages to the other 
factors in distribution, is not mentioned, though it stands in need of 
discussion in English, particularly since the appearance of Tugan- 
Baranowsky's Studien zur Theorie und Geschichte der Handelskrisen 
in England. 

Chapters V and VI contain, according to the reviewer's opinion, 
the best work of the book and are models of their kind. They are 
devoted to a study of the indications of an approaching crisis, espe- 
cially such indications as are given by the records of financial insti- 
tutions. In order to indicate the scope of this very excellent original 
contribution to the subject of crisis, a brief analysis of Chapter VI 
may not be out of place. 

i. Banks and Banking. — Sudden increase of loans. Decrease of 
deposits. Paper currency: if irredeemable — increase or decrease; if 
currency theory — decrease; if banking theory — increase; if greenbacks 
— no change. Increase of rate of interest. Decrease of specie, increase 
of loans. Decrease of bank reserves. 
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2. Foreign Trade and Exchange. — (a) Merchandise : excess of imports 
(especially in debtor country) ; imports suddenly competing with domestic 
supply; imports of luxuries. (6) Gold: exports of gold for goods — at 
high prices ; exports of gold and increase of discount rate ; continuous and 
unexplained exportation of gold ; sudden exportation of large quantities of 
gold ; exports of gold replaced by inconvertible paper, (c) Any rate of 
exchange indicating excessive activity. 

3. Prices and General Business Conditions. — Pronounced variations in 
business. Increase of business failures. Increase of speculation. Rise 
of prices. Continuous fall in prices of stocks. 

4. Disturbed Conditions in Other Countries. 

It is not too much to say that this chapter is one of the best pieces of 
work on the subject of crises that the literature of economics contains. 

Chapter VII is devoted to preventives and remedies and may be 
passed without special remark. The eighth chapter, containing a 
brief history of crises and depressions in the United States, is a 
welcome contribution to the industrial history of this country. 

The special literature of crises is now considerable, as the bibli- 
ography annexed to the work under review indicates. There is still 
needed, however, a study, preferably by a practical expert, of the 
technical problems arising in the management of banks and financial 
institutions during a crisis, with special reference to the prevention of 
panics or the amelioration of conditions during their existence. 
Further than this, it would seem as if we were now entitled to 
systematic works upon economics which shall give in their different 
parts adequate treatment to the complex phenomena of crises, fitting 
the subject properly into the body of economic thought and giving 
it such general recognition and balanced treatment as monographs 
and studies devoted exclusively to the subject cannot secure for it. 

University of Michigan. Edward D. Jones. 



Principles of Political Economy, Vol. III. By J. Shield Nichol- 
son. New York, The Macmillan Company, 1901. — 460 pp. 

Professor Nicholson's Principles of Political Ecotiomy occupies a 
unique position in modern economic literature. In an era in which 
economic thinkers are ranked according to the value of their original 
contributions on special questions of economic theory or history or 
finance, Professor Nicholson has been content to undertake the 
somewhat neglected task of presenting a general survey of the whole 
field of economic thought. 



